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INTRODUCTION 


The curriculum guideline, Business Studies Intermediate 
and Senior Divisions and OAC 1986 - Economics, requires 
for OAC Economics that: 


"Thirty to 40 percent of students' final 
mark in this course must reflect the result 
of an examination that covers a minimum of 
three major units of the course." 


(p. 35) 


THE PROBLEM 


The end of provincial examinations has led to 
concerns by the public and post-secondary institutions 
about mark variability and mark inflation. Province-wide 
consistency is difficult to ensure when each school sets 


its own examination and marking scheme. 


The first step in providing greater consistency in 
marks began in 1986 with the production of A Handbook For 
Designing and Marking the OAC I English Written Examination 
which prescribed a common examination format for OAC I 
English and detailed its design and marking. Subsequent 
workshops were given to assist teachers with the 
implementation of the common format examination. Two 
years later in 1988 all secondary schools submitted to the 
ministry a final examination and three student responses - 
superior, average and low achievement for OAC I English. 

A provincially appointed team reviewed the design and 
marking of the examination. An individual report for each 
school was sent to directors of education indicating 
whether or not the design and marking of the examination 


met the expectations of the ministry. 


HANDBOOK FOR EVALUATING OAC ECONOMICS 4. 


PURPOSE OF OAC ECONOMICS HANDBOOK 


This handbook carries the process forward to OAC 
Economics. Its aim is to prescribe a common examination 
format for the OAC economics examination and outline its 
design and marking. Workshops for teachers of OAC 
Economics will be offered to provide more information. An 
implementation and review process similar to the one for 
the OAC I English examination will follow. The institution 
of a common examination format should result in more 


consistent student marks reporting in OAC Economics. 


NEEDS ASSESSMENT 


A needs assessment, conducted in May 1988 of a sample 
of English- and French-language secondary schools across 


the province, revealed the following: 


Level of Objectives: 
4 There was uncertainty about appropriate evaluation 
practices for Economics at the OAC level. 

Most evaluation practices measured objectives below 
those expected in OAC Economics. For example, 63% 
of the objectives on examinations were at the lowest 
level - knowledge and comprehension. 

No consistency existed in the level of objectives 
being evaluated. Knowledge objectives formed 74% of 


one examination yet only 4% of another. 


Evaluation Techniques: 
o The most common evaluation techniques were tests and 
examinations. Teachers made no distinction between 


tests and examinations in either intent or content. 
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Role 


Some schools failed to use guideline mandated 
evaluation techniques such as essays, seminars and 
group work. Some teachers that did use them could 
state no rationale for their use. 


There was wide disagreement on the appropriate length 
of an essay. 


of the Textbook: 

Most courses were textbook driven with little 
direction, planning or organization done by the 
teacher. In fact, most test and examination 
questions were taken directly from the textbook 
sources. 


Designing of Examination: 


° 


There was a lack of care and precision in designing 
examinations considering the large part they played 
in students' total evaluation. 

There was little consistency in examination formats. 
Question formats varied from examination to 
examination with long and short essay and multiple 
choice the most common formats. The number of 
questions ranged from 9 to 95 with an average of 36 
different questions on each examination. 

Few examination questions were worth more than one or 
two marks. 

Some questions were put on examinations specifically 
to help "weaker" students rather than meet the 
objectives of the course. 

Many questions were not clearly worded nor did they 
clearly inform the students what was expected of them 


either in terms of length or depth of response. 
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Marking: 

Many methods were used to decide how to apportion 
marks to questions. 

There was wide inconsistency in marking. Teachers in 
the sample could not agree on which of the two sample 
student responses was the better. 

Marking schemes were vague or non-existent. 

No agreement existed on how to mark essay questions. 
Marking criteria was rarely given to students prior 
to evaluation. 


Collegial marking was never used. 


Exemption Policies: 
8 Schools with exemption policies were inconsistent 
with the weighting given to examinations as a percent 


of final: mark: 


THE PURPOSE OF THE EXAMINATION 


An examination is a summative evaluation instrument 
intended to "judge the student's achievement in relation 
toe théeérstated? objectivesrof sthetcourse" (OSTS: pv°7 )Ro It 
is not intended, however, to measure every objective nor 
everything the student has learned to do. Time 
constraints require that choices must be made about what 
should be on an examination. The needs assessment found 
that the choices being made across the province were not 
based on any consistent or clear standard. 


In choosing the objectives to evaluate, the OAC 
economics examination should select only those objectives 


requiring higher level thinking skills. Lower level 


HANDBOOK FOR EVALUATING OAC ECONOMICS ve 


objectives, while important, should be measured using 
"formative" evaluation techniques such as quizzes or 


tests. 


Since these ensure that the knowledge is present 


before higher level thinking skill is acquired, there is 
no need to measure them again on the examination. 


The development of higher level thinking skills is 
described in the guideline as one of the purposes of an 
economics program: 


"It will introduce basic economic concepts that serve 


as a fundamental foundation to economic inquiry, 
reasoning and analysis." (p. 4) 


An OAC economics examination can test students' 


higher level thinking skills by focusing on their 
abilities to: 


° 


use economic terminology and tools correctly in 
responses 

translate economic terminology, graphs, tables 
and charts into their own words 

identify the causes and effects of specific 
economic phenomena 

use economic theory to predict 

identify assumptions and the hypothesis of an 
argument 

distinguish between statements of fact and value 
identify the criteria that should be used to 
judge a solution 

evaluate the desirabilty of a proposed economic 


policy. 
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Preparing Students for the Examination: 


The examination should not be the first time that 
students appl, these skills nor should it be an exercise 
in time management. Students must be given opportunities 
to develop these skills through a variety of strategies 
and given enough time on the examination to complete them. 
To assist in the process, opportunities must be given for 
students to practise the kinds of questions they will 
encounter on the examination, and guidelines on what is 
expected in terms of length and level of the response. 


FORMAT OF THE OAC ECONOMICS WRITTEN EXAMINATION 
The Place of Formal Examinations in the Assessment Plan: 


To give students time to develop and practise higher 
level thinking skills, changes are needed in the planning 
of a course of studies. A variety of teaching strategies 
and assessment techniques becomes necessary. The needs 
assessment found that many teachers were so concerned with 
covering the content that they were unwilling to allow time 
to develop higher level thinking skills. At the OAC level 
the responsibility for content should be transferred from 
the teacher to the students so that class and teaching time 
can be used to develop and apply these thinking skills. 


Less teacher-directed and content-centred strategies 
will meet the intent of the guideline which states that 
the overall assessment of student performance should 
reflect an emphasis on the following kinds of activities: 
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" Seminars and class discussions 20% 


Analysis of Economic Issues Aah 
Essays and Term Tests FAS yh 
Formal Examinations BO, 6D.0S55) 


Examination Format: 


The suggested examination format consists of three 
sections. 


Section I: Interpretation 20n= 307 


This can be a multi-question section. Students are: 
to interpret economic messages expressed in a variety of 
modes: charts, tables, graphs, phrases, articles, 
headlines, cartoons, or paragraphs. All of these 
applications must be new to the student; that is, in the 
sense that the message is new, not new in the sense that 
this is the first time they have ever analyzed a chart or 


article. 
Section II: Application 20 - 30% 


This is a multi-question section. Students are to 
apply economic theory and use economic tools such as 
graphs to answer questions. Multiple choice questions are 
acceptable forms of evaluation in this section as long as 


they measure higher level skills. 


Section III: Analysis 40 - 50% 


This is a single question section in which there may 
be choice. It can be used to evaluate any major topic or 


a number of topics in the guideline. Students are 
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expected to write an essay in which they will 


© evaluate causes 

. propose criteria-based policies and analyze 
their effect on the causes 

. analyze and evaluate the effects of these 


policies in terms of some criteria. 


Students are to be evaluated not only on the breadth 
and depth of their answer and use of economic terminology 
and tools, but also on their selection, organization and 


expression. 


NOTE: Sections I and II should cover a minimum of 
three major units of the course. Section III 
may cover any major unit or units of the course. 


See the model examinations in the Appendix for 


examples of questions for each section. 


Length of the Examination: 


The OAC Economics examination should be from 2 to 
2.5 hours in length. If a school has more than one set of 
compulsory examinations then the format and time for the 
examination may be split between the two sets. If only one_ 
examination is compulsory then that examination should meet 
the prescribed format, time limit, and weighting. Any 
examination which is not compulsory for all students should 


not be considered as part of the examination component as 
outlined above. 
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DESIGNING OAC ECONOMICS WRITTEN EXAMINATION QUESTIONS 
Selecting Objectives: 


The first step in designing an OAC Economics 
examination is to select objectives at the proper level to 
be evaluated. Not all objectives are suitable for 
evaluation on an OAC examination. 


Example: - identify the components of aggregate demand 
(Guideline p. 38) 


This is a lower level objective and should have been 
evaluated in a quiz. Its knowledge by students must be 
assumed, for without it they cannot answer intelligently 
any question on aggregate economic activity. 


Example: - explain the importance of productivity and 
efficiency in the achievement of economic 
growth (Guideline p. 48) 


This is a more appropriate level of objective for 


evaluation. 
Assigning Objectives to Section I and II: 


When the objectives have been determined, the second 
step is to assign them to either Section I or II. (See 
the model examinations in the Appendix for examples of 
questions for each section.) Section II questions can 
take a variety of forms but care must be taken to ensure 


that they measure more than one objective. 


HANDBOOK FOR EVALUATING OAC ECONOMICS Da. 


Example: Coffee and tea are examples of 
(a) substitute goods 
(b) complementary goods 
(c) capital goods 
(d) social goods 


This question evaluates whether or not the student 
knows that coffee and tea are substitute goods. The level 
of the objective can be raised by requiring students to 
know, not only what substitute and complementary goods 
are, but to identify them through the effects of price and 
quantity changes. ssi 


Example: If an increase in the price of Good A results in 
an immediate reduction in the consumption of 
Good B, the goods are 
(a) substitutes 
(b) ostentatious goods 
(c) luxury goods 
(d) complements. 


The level of the question can be raised even further 
by asking students to identify not only the type of goods, 
the effect of changes in price and quantity, but also how 
they are represented on demand and supply graphs. 


Example: The demand curve for a good will shift to the 
right when 
(a) the price of substitute goods decreases 
(b) the price of complementary goods increases 
(c) consumer tastes for the good increases 
(d) all of the above 


This question might be assigned more than one mark 
because it evaluates more than one objective. (Most 


university examinations assign two marks to multiple 
choice questions. ) 
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Wording Questions Clearly and with Specificity: 


Students can answer questions only if they understand 
What is being asked of them. The following questions were 
taken from actual examinations. 


Example: 1. Identify five economic achievement goals of 
the Canadian federal government. (5 marks 
OUC*OLF"65 otal) 


ya Outline the five most widely accepted 
economic goals in any society. (5 marks 
out, Of) 76, total) 


Both questions are vague as to what is expected from 
students. If students are expected merely to list and 
explain 5 goals then neither question is appropriate on an 
OAC examination. The following would be an acceptable 
question for Section I. 


Example: "The government is responsible for the dramatic 
increase in the unemployment rate.” (Member of 
the opposition.) Evaluate this statement in 
terms of the tradeoff that must exist between 
economic goals. 


To make answers clearer and to raise the level of the 
objective certain words such as "discuss" should be 
avoided. The use of a list such as the one below should 
improve clarity. 


Application: 


apply what would happen if 
prove make use of 
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use calculate 

relate explain how would react to 
solve illustrate ; 
predict what elements or statements best illustrate 
Analysis: 

subdivide categorize 

classify distinguish 

test for analyze 

Simplify diagram 

breakdown what relationship exists 

separate outline the steps 

rank identify the main idea or theme 
examine 

Synthesis: 

combine organize 

synthesize compare 

create | formulate 

rearrange propose an alternative 

devise how else would you 

plan construct 

Evaluation: 

defend what errors 
TS tae what inconsistencies 

Criticize draw conclusions 

assess determine 

evaluate prioritize 

decide 


Choosing the correct wording may make a question 


clearer but not necessarily specific enough. Questions 


must strike a balance between being too specific and too 


general. Questions which are too general fail to give 
students guidelines as to what they are expected to include 
in their responses. 


Example: In 1978 the cost of housing increased 50% and 


the cost of transportation decreased 50%. No 
other prices changed, therefore, there was no 


change in the CPI. Explain why this statement 
is false. ; 
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This question gives no guideline as to what is 
expected. It probably expects students to explain the 
effect of different weights on the CPI, but that may not 
be clear to them. One student may discuss the cost of 
housing, another why either housing or transportation 
costs has increased or decreased. Another may explain 
the inadequacies of the CPI as a measure of the cost of 
divine and.so,on. 


A danger in making questions more specific is to go 
the extreme. | 


Example: Show why a 50% increase in the cost of housing 
and a 50% decrease in the cost of transportation 
would not necessarily result in a change in the 
CPI because of the weighting factor. 

Although the answer required should be clear to the 
student, being too specific lowers the thinking skill 


required in their formulation of the response. 
A better version would be: 


Example: In 1978 the cost of housing increased 50% and 
the cost of transportation decreased 50%. No 
other prices changed. Considering how the CPI 
is calculated, show why this statement is false. 


The question is specific without giving away the 


answer. 


Specificity allows students to know the framework of 
an answer. When then are no limits to an answer, students 
are not forced to make decisions about what is important 
or unimportant. A fast writer can get everything in. 


Particularly in Section III students must be given 
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limits. The number of causes to be examined should be 
limited to three or four so that students know the limit to 


their expected responses. 


APPORTIONING OF MARKS 


The needs assessment revealed that there was no 
consistent method to apportion marks on either 
examinations or tests. Some teachers apportion marks in 
multiples of 5. Some apportion marks based on one mark 
per point. 

Marks should be apportioned according to 

r, the importance of the objective being measured 

° the amount of time spent in class on the 
objective 
ss the level of the thinking skill involved 
the amount of time required to answer the 


question 
"4 the amount of organization required in the answer 
e the depth of the answer 
_ the use of economics tools or terminology 
v4 the number of different steps or tasks required 


by the student to answer the question. 


The marking scheme should be developed before marks 
are apportioned on the examination. This means that 
marking schemes must be developed along with the 
examination, not after the examination has been written by 
the students. The marking scheme should outline the 
expected student responses and any alternative responses 
that might be considered. 
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Marking Schemes: 


The marking scheme therefore 


° 


assists in the determination of the mark value 
for a question 

identifies information that may be needed to 
make the question more specific 

ensures that students are being evaluated on 
what they have learned. 


Collegial Marking: 


Collegial marking is a method that increases the 


consistency in the application of a marking scheme. 


Answers will not always fit the marking scheme and 


practise is needed to apply the marking scheme. Two or 


more teachers should randomly select several papers and 


mark them collegially. As marks are assigned the marking 


scheme becomes clearer and rules are established as to how 


to deal with answers which vary from the marking scheme. 


When everyone is comfortable with the marking scheme, each 


teacher can mark his/her papers with confidence and 


consistency. 


What to Avoid in Marking Examinations: 


° 


Marks should not be deducted more than once for 
the same error. 

Marks should not be assigned for minor details. 
Marks should not be deducted if students fail to 
use the exact wording of the marking scheme. 

Marks should not be awarded for the identification 
of something but awarded for the choice, the 
explanation and the quality of the explanation. 
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CONCLUSION 


School boards are requested to ask teachers of OAC 
Economics to: 

B model OAC Economics written examinations 
according to the format suggested in this 
handbook 

retain copies of examinations and marking schemes 


The Ministry of Education will in the future: 
- collect a sample of examinations, marking 
schemes and student papers 

" prepare reports for directors of education 
indicating examination appropriateness and 


consistency. 
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APPENDIX: TWO MODEL EXAMINATIONS 


The headings of these two examinations may of course 
be modified. 


Permission to use copyrighted material has been 


obtained from the publishers. 


t 


Br ae at 
‘ ined * vs 
a ee ee ae 
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WIDGET DISTRICT HIGH SCHOOL 
January 23, 19-- Length: 2.5 hours 
9-700 =. 11:30 


Economics BECOAO 


NOTE: (1) Dictionaries and calculators (silent, 


non-programmable) are allowed. 
(2.) ee are expected to: 


write all answers in correct English 
using complete sentences 

use the tools of economic reasoning and 
proper economic terminology, where 


appropriate, in all of your written 
answers. 


SECTION I - INTERPRETATION 


Answer all questions in this section on foolscap. 


MARKS 


3 dis, Newspaper Headline: 
Higher Yen Opens Doors for Canadian Exporters* 
Explain how a higher value for the Japanese yen 
would affect Canadian exports. You must use at 


least one graph in your explanation. 


* Reprinted with permission - The Financial Post 
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Can you conclude from the above graph that Real 
GNP has increased in every year from 1984 to 
1990? Support your answer with specific examples 
from the graph. 

Graph 


Canada's Exports to the United States 
% Change olume 

value 

time 


What conclusion can you draw from this graph 
about Canada's exports to the U.S.? 


Model Examination I Page 3 of 9 


MARKS 
4. Table 


Monthly Facts* 
Latest Previous Change 
Month Month from 
Year Ago 
Average weekly earnings ($).... 459.40 458.19 a Bb L2y% 
Consumer price index (1981=100). » 143.4 142.5 + 4.1% 
" (U.S.) (1982-84=100). ag 5 ero 118.5 pen Rah ys 
Seasonally adjusted series: 
Poney. supply Mz CS*biliron)©.... 195.99 194. me tals yA 
Bank general loans ($ billion).. 141.72 140.08 mg A Ey iy 4 
Housing starts annual rate (000) ou 221 -12.0% 
All-industry output 
CSS aes LON) same wero 9. OO 386.93 
Labour force (million) 13.41 Ue ye 2 
Employment (million) e230 12.30 
Unemployment rate (%) 138 Viead 
a gle ge Yt bz 5.6 5.4 


*Reprinted with permission - The Financial Post 


3 a) Outline the steps you would have to take to 
determine whether or not real wages 
increased in the last month. Number each 
step. In your answer, use the figures from 
the accompanying table, but it is not 
necessary to do or complete any calculation. 


2 b) The CPI for Canada in May is significantly 
higher than that for the U.S. in April. Can 
you conclude that inflation is higher in 
Canada than in the U.S.? Support your 
answer by referring to the table. 
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MARKS 


10 315 


POTASH MINES FACE DOLDRUMS UNTIL MID-90s* 


For The Financial Post 


SASKATOON - Saskatchewan's ailing potash 
industry is battling world overproduction 
that industry analysts say could last 
until the mid-1990s. 


The shutdowns and lay-offs in potash 
add to the problems of a province already 
hit by drought and a population decline 
that has raised urban apartment vacancy 
Gates 7to.,10%. 


Potash represents an investment of 
S220 billion in Saskatchewan. The 
industry, which normally employs 4,000, 
faces a world glut caused not only by 
declining demand in some markets, but 
by new suppliers (notably the Soviet 
Unions /¥lsrael Yand -.Jordan)(Cjoining ain 
the competition for other world markets. 


Ken Pretty, president of the Potash 
& Phosphate Institute of Canada, in 30 
years in the industry has seen four or 
five cycles Oe high prices then 
overproduction. WIN Sper CVCLe) wwii]. end 
too, but it's not very pleasant while 
vou'résin 1," he says. 


What major evidence from the article and what 
economic theories would support the headline of 
the article. (Note: "Doldrums" mean low 
spirits.) Eight of the 10 marks will be 
allocated for the selection and explanation of 
evidence from the article and the economic 
theory. Two marks will be given for the use 

of appropriate graphs and economic terminology. 


*Reprinted with permission - The Financial Post 
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SECTION II - APPLICATION 


MARKS 
2 eds Illustrate on the graph each of the situations 
described below. Each situation must be clearly 
labelled. 
Public 
Goods 
Private Goods 
(a) an unobtainable combination 
(b) a combination not fully utilizing resources 
(c) an obtainable combination 
(d) economic growth 
Z Zs The following figures apply to an imaginary | 
COUntry : 
Consumption $100 
Savings 30 
Investment Z0 
Exports 30 
Government Spending 10 
Imports 20 
Taxes 15 


Would you predict an expansion or contraction for 
this country? In your answer, use the accompanying 
figures to support your conclusion. Show your 
calculations. 
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MARKS 


ch A firm in a perfectly competitive market has the 
following cost and output schedule: 


MARGINAL AVERAGE COST 
INCLUDING TAX 


You may wish to complete the accompanying chart 
to answer the following question. No marks 
are awarded for the completion of the chart nor 
should you assume that it includes all the 
calculations needed to answer the question. 


5 If the world price is about $2.25 per unit, 
estimate the output this firm would produce. 
Defend your answer with a description of any 
economic theory or calculation you used to arrive 
at your estimate. 


3 4. Between the spring and fall of 1987 


(1) Canadian lumber prices increased 
substantially 
(ii) demand for housing in the U.S. increased and 
(111) inventories held by Canadian forestry 
industries decreased. 


Identify the cause and effect relationships. 
Use a diagram to support your conclusions. 


6 St Assuming that the minimum wage (price of their 
labour) for workers under 18 is set too high 
(above equilibrium), show why this situation 
will cause a high level of youth unemployment. 
In your answer use fully labelled graphs and, if 
necessary, a written explanation to show how a 
high minimum wage will cause youth unemployment. 


4 6. A and B are complementary products. Technological 
improvements in the manufacture of Product A cuts 
the cost of producing Product A. Use Demand and 
Supply graphs to explain the effects of this 
technological improvement on the market price of 


BOTH Product A and Product B. Label all graphs 
fu Lys 
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MARKS 


2X3 


=6 Questions 7 to 9 are multiple choice. Circle the most 
correct response on the examination paper. 


Te The following figures are from the banking 
system of a small economy: 


Cash inside banking system $ 2,000 
Loans_ $10,000 
Deposits $12,000 
Cash outside banking system $ 3,000 
Reserve ratio LOZ, 


The banking system would be fully loaned out when. 


(a) 
(b) 
(c) 
(da) 
(e) 


cash outside the banking system equals cash 
inside the banking system 

total loans equal total deposits 

cash inside the banking system equals 

zero 

cash in the banking system equals 10% 

of deposits 

total loans reach $14,000. 


S. If current statistics show a fall in Real GNP 
and an increase in the unemployment rate, which 
combination of policies below would be the most 
successful in reversing this trend? 


Policies 


(a) 
(b) 
(Cc) 
(d) 
(e) 
(f£) 


3 
i- 


WNHNHFEFH 


Increase subsidies to farmers and 
other forms of transfer payments such 
as old age pensions. 

Reduce federal tax rates on personal 
and corporate income. 

Budget for a surplus because this 
would be a good time to reduce the 
National Debt. 

Ask the Bank of Canada to increase 
open market sales of treasury bills. 


and 
and 
and 
and 
and 
and 


Pop WB Wt 
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MARKS 


ALS 


LS 


Assume that the demand for a particular type of 
labour is elastic: Therefore, an increase 1n 
wage rates will 


(a) increase both employment and total 
money income of that particular type 
of labour 

(b) decrease both employment and total 
money income of that particular type 
of labour 

(c) increase employment but decrease total 
money income of that particular type 
of labour 

(d) decrease employment but increase total 
money income of that particular type 
of labour. 


SECTION III - ANALYSIS 


Read all the instructions carefully before you begin 


your answer because three parts of the question are 
interrelated. 


° 
° 


All parts are of equal value: 15 marks each. 

Each part will be evaluated on the following 

criteria: 

(a) breadth of choice (how varied and different 
your choices are) 

(b) depth of explanation (cause and effect 
relationships and use of examples) 

(c) use of economic tools and terminology. 

Five marks will be assigned for the 

organization, unity and coherence of your essay. 


Write a three-part economics essay on the topic "How 
to increase economic growth without damaging the 
environment," following this outline. 


Part One: Causes of Economic Growth 


Part 


Evaluate the three most important causes of 
economic growth. 


Two: Policies to Encourage Economic Growth 
Propose two policies which will increase 
economic growth with the least damage to the 
environment. Analyze how each policy will 
affect one or more of the causes in Part One. 
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MARKS 


i5 Part Three: Evaluation of Policies 
Evaluate the two policies in Part Two in 
terms of their impact on the environment and 
analyze their effects on at least one other 


economic variable such as another goal or sector 
of the economy. 


TOTAL MARKS = 100 
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June 15, 19-- rence 

1:00 - 3:30 g 220 NOUrS 
Economics BECOAO 

NOTE: (1) Dictionaries and calculators (silent, 


MARKS 


20 


non-programmable) are allowed. 
(2) You are expected to: 
write all answers in correct English 
using complete sentences 
use the tools of economic reasoning 
and proper economic terminology where 
appropriate in all of your answers. 


SECTION I - INTERPRETATION 


Answer all questions in this section on foolscap. 


After reading the newspaper article answer the 
questions that follow it. 


THE ECONOMICS OF ENVIRONMENTAL PROTECTION* 
Torrente Starmnwulyrehy 1 988. 


Individually, we care a great deal about our 
children. But collectively, I'm not so sure. 

As parents, we indulge them with more than 
Slaeballaidn + iworthmpofaatoysipattiyearxs But, aS @ 
society, we allow 1 million children to live 
below the poverty line. 

As individuals, we put money away to make 
sure our children can have a_= university 
education. But collectively, we are saddling 
them with some staggering bills. 

That was Finance Minister Michael Wilson's 
central message in his first budget speech: "At 
some point we must begin to pay the bills for 
current services and not pass them on to our 
children:" 

Wilson, of course, was talking about the 
burden of a burgeoning federal debt. 

But if the environmental scientists who met 
in Toronto this week are right, the bills we're 
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piling up for our children are far larger than 
the $293 billion national debt. 

Wilson's concern is that large government 
deficits crowd out investment in oblant and 
equipment, which could otherwise be used to 
increase our children's productivity and wealth. 

But by not paying the costs required simply 
to. maintain the earth's ecosystems, the 
scientists believe we may be exhausting a means 
of production that's far more important to our 
children's well-being than some additional 
Capital stock. 

Bor, © thei ra. Dale; the economists have 
approached the problem in much the same way as 
the minister of finance. In a capitalist system, 
it should come as no surprise that economists 
focus almost exclusively on the rate of growth 
of the capital stock. 

And so even when they apply their elaborate 
mathematical models to the problem of exhaustible 
resources, economists tend to come up with 
Capitalist solutions like the one presented in 
the 4,100 page New Palgrave Dictionary of 
Economics: 

"The current generation should compensate 
the next generation for currently depleting 
finite resource stocks, by 'replacing' the amount 
depleted with new producible capital goods such 
as roads, building and machines." 

That may make sense when you're talking 
about a resource like coal. In 1865, the British 
economist Stanley Jevons suggested such an 
approach when he proposed that revenues obtained 
from taxes on coal be used to pay off Britain's 
national debt: . 

"It clearly makes no economic difference," 
he wrote, "whether we save resources for tomorrow 
by not using them today, or instead use them 
today in a process that ... yields capital goods 
which yield their services tomorrow. The 
question of the ... conservation of resources in 
general is inseparable from the larger question 
of the optimum rate of capital investment in the 
economy." 

Almost 100 years later, the Alberta 
government applied the same theory to oil when it 
created The Alberta Heritage Fund. 
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But when the resources we're depleting are 

the ozone layer and the earth's’ climatic 
controls, the scientists are questioning whether 
the economists' solution -- in the form of more 
roads, building and machines -- will do the next 
generation any good. 
; What the scientists have done, in a sense, 
is to remind us that 67 years before Jevons 
proposed his capitalist solution for resource 
exhaustion, another British economist, Thomas 
Malthus, thrust mankind into an interminable 
struggle against the food supply. 

Fore cher next “200 “vears; capital and 
technology successfully beat the Malthusian odds. 
But accumulating scientific evidence now suggests 
that capital alone can no longer compensate for 
the damage we're inflicting on the planet. 

As the scientists see it, we are fast 
approaching the point where we have no choice but 
to maintain the climatic controls we still have. 
And the only way to do that is to incorporate 
into our price structures the true cost of what 
we're now doing to the environment that our 
children will inherit from us. 

It's a simple matter of accounting. No 
business can survive if its prices don't cover 
the cost of wear and tear and obsolescence of its 
Capital base. Every businessman knows that he 
has to build the cost of replacing worn out 
and obsolete equipment into his selling price. 

It's the same with the environment. As 
Prime Minister Brian Mulroney suggested when he 
addressed the scientists on Monday, we have the 
technology to produce goods that consume less 
energy, that don't harm the ozone layer and 
that are environmentally safe. 

But they will obviously cost more. If we 
pay the premium, we are investing in our 
children serutune. 

The problem is that the market has given us 
a choice -- cheaper products which are not 
environmentally safe. By failing to incorporate 
our children's future into the prices of these 
goods, the market has clearly failed. 
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Curiously, what Mulroney proposed was a 
market solution as a cure for a market failure. 
He would put a special logo on environmentally 
safe products, and leave it up to consumers to 
make the choice. 

But: “that. .brings. us ..right ..back Co: Gune 
beginning. No matter how much we love our 
children individually, collectively we may still 
make the wrong choice. 


*Reprinted with the permission - The Toronto Star 
Syndicate 


(a) According to the article what are the 
traditional way(s) the market system has 
dealt with environmental and resource 
depletion issues? 


(b) Analyze the point of view of the author. 
Each part is worth 10 marks with 2 of the marks 


for each part being allocated for organization, 
unity, coherence and writing of the response. 
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=22 Questions 1 to 11 are multiple choice. Circle the 
most correct response for each question on the 
examination paper. 


dts The demand for a good will become more elastic if 


(a) a number of close substitutes decreases 

(b) the importance of the good in the 
consumers' budget increases 

(c) the good becomes more a luxury than a 
necessity 

(d) the price of the good falls. 


os, In 1975, an economy produced goods and services 
worth $50 million (money GNP). In 1985, it 
produced goods and services worth $300 million 
(money GNP). During the ten-year period between 
1975 and 1985 inflation was 100%. The real GNP, 
measured in 1975 dollars, for the year 1985 was: 


2.7 S25..mid Pron 
ys SS0gmi i lion 
1 StO00¢mi liaon 
y25S5150°miliion 
) $300 million 


5% Identify one economic difference between 
increasing federal purchases of goods and 
services at a time when unemployment is 4% and a 
time when unemployment is 7%? 


(a) At 7% unemployment, it is more likely that 
the programs would be possible without a 
sacrifice of private goods and more likely 
to influence prices than real output. 

(b) At 4% unemployment, it is more likely that 
the programs would be possible without a 
sacrifice of private goods and more likely 
to influence prices than real output. 

(c) At 7% unemployment, it is more likely that 
the programs would be possible without a 
sacrifice of private goods and more likely 
to influence real output than prices. 

(ad) At 4% unemployment, it is more likely that 
the programs would be possible without a 
sacrifice of private goods and more likely 
to influence real output than prices. 
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4. Answer this question on the basis of the 
following cost data: 


OUTPUT TOTAL COsT 
$24 
So 
41 
48 
54 
62 
72 


Ou PWNEHO 


Given a market price of $6, the profit 
maximizing output for this firm is: 


(CEQ 72 
CD) aes 
GC). 14 
Wa.) 2 


(e) cannot be determined from the 
information given. 


5k Market forces can work to keep real interest 
rates stable. Specifically, in the event of 
accelerating inflation 


(a) lenders become more eager, and borrowers 
less eager, causing a rise in the nominal 
rate of interest 

(b) borrowers become more eager, and lenders 
less eager, causing a rise in the nominal 
rate of interest 

(c) lenders become more eager, and borrowers 
less eager, causing a fall in the nominal 
rate of interest 

(d) borrowers become more eager, and lenders 
less eager, causing a fall in the nominal 
rate of interest 


6. If acute inflation were occurring in the economy, 
proper government policies would involve 


(a) a budget surplus and the purchase of 
securities in the open market 

(b) a budget deficit and the purchase of 
securities in the open market 

(c) a budget surplus and the sale of securities 
in the open market 

(da) a budget deficit and the sale of securities 
in the open market. 
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be To say that a price is "too low for equilibrium" 
means that which of the following combinations is 
most true? 
ES Quantity supplied of the product will exceed 
quantity demanded. 
De Consumers are willing to pay a higher price 
than sellers are currently charging. 
3% A shortage of the product will occur. 
4. Producers will make substantial profits. 
Ca) = . ange 
(oye te and. s 
(cc). J -and4 
(aye =Z2sand"3 
(e) 2 and 4 
(f) 3 and 4 
Se If the production possibility curve was a 
straight line, this would suggest that 
(a) the two products are equally important to 
consumers 
(b) economic resources are perfectly shiftable 
between the production of the two products 
(c) the two products will sell at the same ~ 
market prices 
(d) equal quantities of the two products will be 
sold at each possible point on the curve. 
9. Assume that by devoting all of its resources to 


the production of VCRs, Japan can product 20 VCRs 
or 10 cars. Korea could use all of its resources 
and product 60 VCRs and 30 cars. Which statement 
is true? 


(a) Korea should produce cars and Japan should 
produce VCRs. 

(b) Japan should produce cars and Korea should 
produce VCRs. 

(c) Japan will want to trade with Korea, but 
Korea will find it disadvantageous to trade 
with Japan. 

(d) There is no basis for specialization and 
trade between Japan and Korea. 
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Select the combination of reasons which best 
explain why the price of lettuce might fall. 


ile Producers! preferences change, with an 
increased willingness to grow cabbage 
and decreased willingness to grow 
lettuce. 

2s The amount of land available to grow 
lettuce increases as former tobacco 
land becomes available. 

oR Consumers! preferences change, with a 
decreased willingness to eat cabbagge 
and an increased willingness to eat 
lettuce. 

4. There is an unusually large crop of 
lettuce. 


and 
and 
and 
and 
and 
and 


(a) 
(b) 
(c) 
(d) 
(e) 
Ch) 


Which of the following would not be expected to 
Change the demand for a given type of labour? 


WNNRrE EH 
BoB WB W bd 


(a) a change in the productivity of labour 

(b) a change in the price of the product 
which that labour is producing 

(c) a change in the price of a readily 
substitutable machine 

(d) a change in the wage rate paid this 
given type of labour. 


Answer the following on foolscap 


If the seasonally adjusted unemployment rate 

falls from 10.3% to 9.8%, does this mean that 
the number of people unemployed has decreased? 
Support your answer by referring to the method 
by which the unemployment rate is constructed. 


ant 
Assuming no other changes what effects would a 
recession in the United States have on Canadian 
pulp and paper exports to the United States. In 
your answer, use only demand and supply graphs 
to illustrate the effect of this change on 
equilibrium price and quantity. The graphs must 
be fully labelled. 
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Lair TO raise profits, you simply raise the price of 
a commodity." Disprove this statement by using 
both calculations and a written explanation. 


SECTION III - ANALYSIS 


Read all the instructions carefuly before you begin 
your answer because the three parts of the question 
are interrelated. 


°o 


oO 


criteria: 


(a) 
(Db) 
(c) 


All parts are of equal value: 15 marks each. 
Each part will be evaluated on the following 


breadth of choice (how varied and different 
your choices were) . 


depth 


of explanation (cause and effect 


relationships and use of examples) 
use of economic tools and terminology. 


Five marks will be assigned for the organization, 


unity and coherence of your essay. 


Students will answer either 1 or 2, not both. 


i 


Ls 


15 


jks, 


EOpe: 


Write a three-part economics essay on the 
How to improve the distribution of 


income with the least effect on inflation, 
following this outline. 


Palisie 


Part 


Pare 


One: 


Causes of Uneven Distribution of Income 


Evaluate the two most important causes of 
the uneven distribution of income. 


Two: 


Policies to Improve the Distribution of Income 


Propose three policies to improve the 
distribution of income with the least effect 
on the inflation rate. Analyze how each 
policy will affect one or more of the causes 
in Part One. 


Three: 


Evaluation of Policies 


Evaluate the three policies in Part Two in 


terms 


of their impact on the inflation rate 


and analyze their effects on at least one 


other 


economic variable such as another goal 


or sector of the economy. 
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PD, Write a three part economics essay on the 
topic: How to increase international trade and 
promote regional development, following this 
outline. 


Ts Part One: Reasons for International Trade 
Evaluate three economic reasons why 
government should promote international 
trade. 


1S Part Two: Policies to Increase International Trade 
Propose three policies to increase 
international trade which promote the most 
regional development. Analyze how each 
policy will affect one or more of the 
reasons in Part One. 


1S Part Three: Evaluation of Policies 
Evaluate the three policies in Part Two in 
terms of their impact on the regional growth 
and analyze their effects on at least one 
other economic variable such as another goal 
or sector of the economy. 


TOTAL MARKS = 100 


Min Gu Ontario. Ministry of 
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